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HIGHLIGHTS OF BUSINESS IN MARCH 


Business was still improving at the end of March. The 
revival of industrial activity following the coal strike, 
Easter shopping, and the customary spring pickup in such 
key industries as construction and agriculture contributed 
to the general feeling of optimism. 

Industrial activity recovered rapidly after the coal 
strike and was operating near record levels by the end of 
the month. Bituminous coal production“was at a high of 
over 2 million short tons daily. Steel production rose to 
97 percent of capacity, and allowing for the increase in 
capacity, production was higher than in the same week 
of 1949. Electric power was at an all-time peak of 6 bil- 
lion kilowatt-hours weekly, nearly 10 percent above the 
corresponding week of March, 1949. And freight car- 
loadings were at a high for the year. The fact that new 
orders of manufacturers in February exceeded sales by 
over a billion dollars would appear to indicate continued 
high activity. During the past nine months wholesale 
prices have fluctuated within a range of only about one 
percent. This remarkable showing may indicate a tend- 
ency toward stability at present levels. 


Capital Expenditure Outlook Improves 

Capital expenditures of American business in 1950 
may not be as low as was initially feared. The latest 
government survey reveals that businessmen now plan to 
reduce their plant and equipment expenditures in 1950 
only 11 percent below 1949, instead of the 14 percent 
decrease stated three months ago. Even more significant 
is the fact that the main decline, 14 percent, is expected 
in the second half of the year, whereas capital expendi- 
tures in the first half of 1950, estimated at $4.1 billion, 
are expected to be only 8 percent below the first half of 
1949. Past experience with these capital anticipations 
surveys has shown that businessmen generally tend to 
underestimate their future expenditures by increasing 
margins, the further they look into the future. A contin- 
uation of business activity near present levels may well 
lead to strong upward adjustments in planned capital 
outlays later in the year. 

The sharpest drop in capital expenditures is occurring 
in the transportation field, judging by a comparison of the 
estimates for the first half of 1950 and of 1949. Railroad 
capital expenditures are down 31 percent and other trans- 
portation is down 38 percent. Capital outlays of the man- 
ufacturing, construction, and miscellaneous commercial 


industries, which account for nearly 70 percent of all 
such expenditures, are down only 8 percent. On the other 
hand, expenditures of electric and gas utilities continue 
at record levels; their anticipated $1.5 billion outlays for 
the first half of the year would be 6 percent above the 
amount spent in the first half of 1949, 


Employment Situation Improves 

The number of unemployed in March dropped 600,000 
to 4.1 million. This is 12 percent below the postwar peak 
attained in the previous month but still considerably above 
the 3.2 million unemployed in March, 1949. The revival 
of industrial activity following the end of the coal strike 
and the seasonal expansion of the construction industry 
were mainly responsible for the decline. 

Total civilian employment was up 600,000 to 57.6 mil- 
lion, as the number of farm workers rose seasonally to 
6.7 million, 450,000 above February. Nonagricultural em- 
ployment rose slightly, by 150,000, to 50.9 million. 


Construction Continues at Record Levels 


A seasonal upswing caused expenditures for new con- 
struction in March to rise 8 percent above the unusually 
high February level to $1.5 billion. This is a new high for 
the month and is 18 percent above new construction out- 
lays in March, 1949. Home building continues to set the 
pace, accounting for 44 percent of total construction ac- 
tivity and running 50 percent above last March. 

New construction activity in the first three months of 
1950, at $4.4 billion, represents the highest first quarter 
on record. As compared with the first quarter of last year, 
private construction has risen by 17 percent and public 
construction by 21 percent. 


Personal Income Rises 

Personal income in February rose by $1 billion over 
the January level to $219.1 billion, at seasonally adjusted 
rates. This is the highest monthly level on record, and is 
4 percent above the figure for February of last year. The 
main cause of this increase was a substantial rise in divi- 
dend payments to veterans from the National Service 
Life Insurance, amounting to over $9 billion at an annual 
rate. This was counterbalanced in part by wage losses 
from labor-management disputes and by a 16 percent drop 
in agricultural income from January levels. : 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS UNITED STATES MONTHLY INDEXES 
Percentage Changes January, 1950, to February, 1950 Percentage 
© +0 +20 February Change from nd 
Item 1950 in¢ 
COAL | PRODUCTION Jan. Feb. the 
1950 1949» 
Personal income!............. 219.18 + 0.5] + 37 du: 
31.18.» — 96 
New construction activity! we 
Private residential.......... 7.2 7.7 | +500 ing 
CONSTRUCTION CONTRACTS AWARDED Private nonresidential....... —2.2|}-538 hig 
Foreign trade! 
| Merchandise exports. . . 9.2 + 3.4) -262 we 
DEPARTMENT STORE SALES Merchandise imports........ | +5668 qui 
| | Excess of exports........... | 20 | +40.2 | —64.2 prc 
Consumer credit outstanding? | | 
18.2» — 1.2 | +18.3 
bad BANK DEBITS Installment credit... .......! 10.9» + 0.5 | +306 str 
US. | Business loans?.......... 13.8 | — — 87 
Cash farm income?’......... 19.2 | ~2.7| — 58 dec 
FARM PRICES | Indexes tra 
(1935-39 | ele 
Industrial production? =100) | kil 
Combined index......... | 1808 ~ 3:6) — #2 hor 
Figure for Illinois not available. Durable manufactures. .| 2078 §.6 $6 
Nondurable manufactures... | 0.0 | + 3.5 per 
ILLINOIS BUSINESS INDEXES Manufacturing employment‘ E 
Production workers......... | 146° 0.0 — 49 Co 
Factory worker earnings* | 
February | __ Percentage Average hours worked....... 106 00 +08) 
1950 | Change from Average hourly earnings... .. 238 + 0.1) +14] an 
—— (1935-39 | Jan. Feb. Average weekly earnings..... 251 | + 0.1 | + 2.1 tio 
=100) 1950 | 1949 Construction contracts awarded} 330 | + 6.7 | +37.1 
Electric power!................ 253.0 | —10.5| + 2.6 Consumers’ price index*....... 167 | =e fe 1.5 cer 
Coal production®............... | 30.5 | —62.4 | —78.0 Wholesale prices* an 
Employment — manufacturing’. . All commodities... .... 190 | + 0.8) — 34 
Payrolls—manufacturing®...... . Farm products. ........ 209 | + 2.8) — 5.5 
Dept. store sales in Chicago*....| 218.28 | — 7.5 | — 2.6 198 + 1.3 | — 2.9 
Consumer prices in Chicago®....| 172.0 | — 0.2} — 0.5 180 +0.1) — 3.9 5 EL 
Construction contracts awarded*| 332.5 | +68.5 | +73.4 Farm prices* 
| 299.2 | ~ 9.51 + 8.2 Received by farmers... ..... 221 
212.7 4.4 Paid by farmers... ... 198 —0.4| — 1.6 § 3 
Life insurance sales (ordinary)®..| 174.8 | + 7.2 + 3.0 96° + 2.1 | 5.0 
Petroleum production™......... | 224.1 — 8.9| + 4.3 
$$ $$$ 1U. S. Dept. of Commerce; ? Federal Reserve Board; ? U. S. Dept. 
1Fed. Power Comm.; 7 Ill. Dept. of Mines; ? Ill. Dept. of Labor of Agriculture; *U. S. Bureau of Labor Statistics; 5F. W. Dodge Corp. 
‘Fed. Res. Bank, 7th Dist.; 5U. S. Bur. of Labor Statistics; ¢F. W. * Seasonally adjusted. © As of end of month. ¢ Based on official in- q 
Dodge Corp.; * Fed. Res. Bd.; * Ill. Coop. Crop Repts.; ® Life Ins. Agcy. dexes, 1910-14 = 100. n.a. Not available. * Data being revised down 
Manag. Assn.; ™ Ill. Geol. Survey. ward. See page 6. 
® Seasonally adjusted. n.a. Not available. 
UNITED STATES WEEKLY BUSINESS STATISTICS ‘ 
1950 | 1949 
Item 
Mar. Mar.18 | Mar.11 | Mar.4 | Feb. 25 | Mar. 26 
Production: | | | 
Bituminous coal (daily avg.).........thous. of short tons..| 2,062 | 2,223 2,200 ~ 513 437 405 
Electric power by utilities... . 5,993 | 6,015 5,937 | 5,879 5,854 5,404 
Motor vehicles (Wards).............number in thous... . . 133.9 | 128.1 118.5 | 116.9 147.5. | 116.2 
Petroleum (daily avg.)..... 4,781 | 4,776 4,758 | 4,839 4,930 5,130 
203.9 | 191.8 157.0 | 157.4 | 189.6 208.8 
Freight carloadings................... thous. of cars... .. 717— 726 708 574 547 596 
Department store sales................ 1935-39 = 100. ; 278 264 253 244 221 277 
Commodity prices, wholesale: | 
All commodities............... ee! 151.7 152.0 | 152.0 | 152.6 | 152.5 158.3 F 
Other than farm products and foods. ..1926=100.......... 145.4 145.2 145.4. 145.4 145.3 150.6 
28 commodities....................August, 1939=100 . 246.1 245.8 246.5 | 248.0. 248.7 259.4 
Finance: 
Business loans.....................mnil. of dol... . ..| 13,847 13,889 13,798 13,834 | 13,854 14,962 
Failures, commercial................ number. ... al 186 208 221 179 210 166 


Source: Survey of Current Business, Weekly Supplements. 
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RECENT ECONOMIC CHANGES 


Production Gains 

The Federal Reserve Board, in a preliminary report of 

industrial production during March, estimated output at 
the highest point since March, 1949, or slightly above the 
January level of 183 (1935-39 = 100). 
’ Production in heavy industries made a quick recovery 
from the strike-induced February decline. The steel in- 
dustry, attempting to make up for output lost, boosted 
scheduled operations from 73.5 percent at the beginning 
of March to 96.7 percent of rated capacity in the last 
week of the month. Production of 1,843,400 net tons of 
ingots and castings in the week of March 27 was the 
highest in a year. Despite labor unrest, the automotive 
industry turned out an average of nearly 130,000 units 
weekly, and by the end of the month had produced a first- 
quarter total of more than 1,600,000 cars and trucks. Coal 
production rebounded to more than 13 million tons weekly 
immediately after the strike, substantially above the pre- 
strike average for a five-day week. 

Electric power production has not shown its usual 
decline from the December peak. The chart below illus- 
trates the fairly steady climb in power production by 
electric utilities in the last three years from 21.6 billion 
kilowatt-hours in January, 1947, to 26.9 billion kilowatt- 
hours in January, 1950. Most of the increase (about 80 
percent) is seen to have resulted from greater produc- 
tion by fuel-using utilities. 


Construction Rises Seasonally 

Building activity started its spring rise in March with 
an 8 percent climb over the February level. New construc- 
tion valued at $1.5 billion put in place last month was 
nearly one-fifth higher than that of March, 1949. A 5 per- 
cent increase brought private construction to $1.1 billion, 
and public construction rose 15 percent to $375 million. 

A report in the March Survey of Current Business 


ELECTRIC POWER PRODUCTION BY UTILITIES 
MILLIONS OF KILOWATT HOURS 


TOTAL PRODUCTION 
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Source: Federal Power Commission. 


on the demand for residential construction states that 
even after the high level of construction of recent years, 
requirements for housing are still great. Only about two- 
thirds of the 1945 backlog has been satisfied, and then 
partly through use of temporary shelters. Estimating the 
unsatisfied demand to be between 1,250,000 and 2,500,000 
units, the Department of Commerce expects that the 
present high level of building may last another three 
years if business conditions remain favorable. 


Labor Situation Easier 

A seasonal gain in employment of 600,000 workers, 
with a roughly corresponding drop in unemployment, 
tended to relieve the uneasy labor atmosphere of recent 
months. Even though three-fourths of the gain in employ- 
ment occurred in farm work, an estimated increase of 
147,000 workers occurred in nonagricultural jobs. Much 
of the latter rise was attributed to the recall of construc- 
tion workers as building activity expanded. Bureau of 
Census data, in thousands of workers, are as follows: 


March February March 

1950 1950 1949 
Civilian labor force. . 61,674 61,637 60,814 
Employment. 57,551 56,953 57,647 
Agricultural....... 6,675 6,223 7,393 
Nonagricultural. . 50,877 50,730 50,254 
Unemployment........... 4,123 4,684 3,167 


Report on Foreign Trade 

A summary of United States foreign transactions in 
the fourth quarter of 1949 reveals that foreign countries 
were then supporting a larger proportion of their pur- 
chases of goods and services from us with the sale of 
their own goods and services than formerly. This was 
made possible, however, more by cutting their purchases 
here than by increasing their sales. The gap between 
American exports and imports, totaling about $1.6 billion 
in the last quarter of 1948 and the first quarter of 1949, 
by the fourth quarter of 1949 had dropped to $1.1 billion. 
With grants and loans amounting to slightly more than 
$1.5 billion in the fourth quarter, foreign countries were 
able to add $442 million in gold and dollars to their 
financial reserves. 

The European Cooperation Administration reports 
that agricultural production in Western Europe in 1949- 
50 will be at a new high; industrial production, exclud- 
ing Western Germany, was 29 percent higher last year 
than in 1938; steel output in 1949 was one-sixth higher 
than in 1948; output of textile yarns was up 15 percent 
from 1948; and coal production increased 9 percent over 
1948. Production: is now less a problem in Western 
Europe than the actual exchange of goods, which, 
although increasing steadily, is still hampered by lack of 
foreign exchange. 

A recent report on the export control acts of 1947 and 
1949 states that government controls are now almost en- 
tirely concerned with the shipment of materials impor- 
tant to the nation’s security. Trade with the Soviet sphere 
has fallen off greatly, declining 70 percent from the first 
quarter, 1948, through the third quarter of 1949, Exports 
to Russia alone fell from nearly $21 million to about 
$500,000 during those months. From March 1, 1948, to the 
end of 1949, export licenses were refused for about $160 
million worth of commodities, most of which were to have 
been sent directly to Eastern Europe. 


1 
.0 
.6 
2 
.6 
8 
0 
8 
9 
8 
4 
A 
47 
Ag 
49 
oF 
0 
1950 
orp. 
in 25 
20 
=> 
6 
is S948 “1947 
10 BY WATER POWER 
3 5 1947 
6 
4 
| 


Price Indexes Change Fractionally 

The BLS wholesale price index declined only frac- 
tionally during March, from 152.6 to 152.1 (1926 = 100). 
Prices of farm products and foods were again responsible 
for the drop, more than offsetting the very slight rise in 
prices of all other commodities. 

Although the index of farm prices received showed no 
change in the month ended March 15, prices paid by 
farmers rose 0.8 pereent (1910-14 = 100). Small but gen- 
eral price increases, mainly in feeder livestock, food, 
feeds, and building materials, were responsible. As a 
result, the parity ratio fell one point to 95, the lowest, 
except for last January, since mid-1941. 

Consumers’ prices, which rose almost steadily from 
June, 1946, to August, 1948, continue the sideways move- 
ment which was general throughout 1949, After rising 
from 133.3 (1935-39 = 100) at the end of OPA con- 
trols to a high of 174.5, the “cost of living” index has 
seemingly settled down to changes within the range of 165 
to 170 percent of the prewar average, as shown by the 
chart. During the month ended February 15, prices of 
consumer goods slipped off a little more to 166.5 percent 
of the average, or about the level of March, 1948. 


Manufacturers’ Sales About Level 

After seasonal adjustment, sales totaled $17.7 billion, 
just slightly above January’s $17.6 billion. Durable goods 
sales showed a minor decline from $7.5 billion to $7.4 
billion, mainly because of the Chrysler strike; nondu- 
rables sales rose from $10.2 billion to $10.3 billion. Strong 
items among the durables were nonferrous metals, ma- 
chinery other than electrical, and building materials; 
among nondurables, petroleum, chemicals, and leather 
products led. Inventories in both categories remained at 
the January level. 

New orders, although somewhat below January, still 
exceeded sales by manufacturers. On a seasonally unad- 
justed basis new orders for durables totaled $8.0 billion 
as against sales of $7.1 billion; for nondurables, orders 
amounted to $10.2 billion, sales to $9.9 billion. 


CONSUMERS’ PRICE INDEX 
1935-39 -100 
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Source: Bureau of Labor Statistics. 


Retail sales after seasonal adjustment also remained 
about the same in February as in January. Of the $15) 
million gain in February, to almost $11 billion, nearly 
two-thirds occurred in durables. Dollar sales nearly 
equaled the August, 1948, high, and the actual volume oj 
goods sold exceeded the level reached at that time. 


Credit Data Revision 

Consumer credit data compiled by the Federal Re. 
serve Board will be revised within the next three or four 
months. The revision will affect only the single-payment 
loans category, which in the past has included loans as 
high as $10,000 to $20,000. The FRB feels that loans of 
such size can scarcely be called “consumer credit,” and 
is expected to limit the size of single-payment loans in 
its data to about $3,000. The revision will cut an esti- 
mated $2 billion from the reported total of $3 billion out- 
standing in such loans on February 28 and decrease the 
total consumer credit of $18.1 billion by the same amount, 
The table of monthly indexes on page 4 will continue to 
carry the old series until the revision is completed. 


Investing and Speculating by Formula 

(Continued from page 2) 
action not at the first reversal of the primary trend, but 
at the point where the extreme price of the first reversal 
is again exceeded in the new direction. Years ago, a 
group of us undertook an analysis of the Dow theory by 
defining a secondary movement as any fluctuation that 
exceeds a fixed percentage. Taking this percentage as 
any in the range of three to seven percent yielded good 
results, though a straight investment in Dow-Jones stocks 
held throughout the period covered by these studies would 
have been better still. 

In relying on such a formula, the type of market that 
produces losses is precisely that which produces gains for 
the investment formula — sharp reversals around a fixed 
level —and no doubt the followers of the Dow theory 
have suffered substantial losses because of the false sig- 
nals given by the index in these postwar years. Then, too, 
investment formulas have gained supporters among those 
who were caught in the 1946 decline; however irrational 
that decline may be considered, they can’t help but regafd 
favorably anything that would have taken them out of the 
market near the peak. Yet, the continuity of market action 
that underlies the Dow theory cannot be said to have 
changed. With prices now pointing toward the higher 
levels justified by interest rates and earnings, the case for 
investment formulas cannot be considered proved. 

What is interesting in this situation is that we have 
two diametrically opposed approaches to what is essen- 
tially the same problem. The one attempts to take ad- 
vantage of fluctuations around a level, ignoring the pos- 
sibility of permanent large changes in level; the other 
regards the limited fluctuations around a fixed level as 
inconsequential and aims at realizing on the wide changes 
in level. The present market may, to some extent, be re- 
flecting this battle of the formulas. Resistance points are 
undoubtedly made more resistant in so far as investment 
formulas call for shifting to bonds. This forces the spec- 
ulators who have obtained a “buy” signal to Work through 
the formula “sell” orders before prices can advance. 

Perhaps the working out of the best strategy is a prob- 
lem for the mathematicians interested in the theory of 
games. As for us, we shall, without disputing the point 
that the market makes its own rules at times, hold to the 
theory that prices will continue to reflect changes in real 
values over the course of the business cycle. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Parity Price Formula 


The February issue of The Agricultural Situation con- 
tains an article describing the new parity price formula 
set up by the Agricultural Act of 1949, the first important 
change in the calculation of parity prices since they be- 
gan in 1933. The old formula was severely criticized for 
maintaining pre-World War I relationships between the 
prices of various commodities. The new method of calcu- 
lation still bases the over-all relationship between the 
prices farmers get and the prices they pay on the 1910- 
1914 base period, but shifts the determination of the 
relationships among the prices of single commodities to 
the ten years immediately preceding the calculation. 

The average price of each commodity during the pre- 
ceding ten years is computed and divided by the average 
of the index of prices received (1910-1914 = 100) for the 
same period, to give an “adjusted” base price. This 
adjusted price is then multiplied by the current Parity 
Index (The Index of Prices Paid by Farmers, Including 
Interest, Taxes, and Wage Rates, 1910-1914 = 100) to 
get the effective parity price. As a general rule, the new 
formula will not be used until 1954 unless it gives a 
higher price than the old method. 


Electronic Office Machines 


Remington Rand, Incorporated, expects to apply the 
electronic principles of its “Univac” mechanical brain to 
conventional adding, bookkeeping, and tabulating ma- 
chines in from 12 to 18 months. The company has an- 
nounced that it will devote an entire plant to the 
manufacture of the “Univac,” an instrument especially 
suitable for industries, such as insurance and airplane 
manufacturing, having complicated mathematical prob- 
lems. The electronic methods of the “Univac,” which 
adds, subtracts, multiplies, and divides at incredible rates 
of speed, could greatly increase the efficiency and speed 
of existing office machinery. 


Self-Heating Glass 

An electrically conductive transparent metallic-oxide 
“skin” makes a new glass developed by the Corning Glass 
Works a self-heating unit, suitable for use in wall panels, 
windshields, and coffee percolators. Essentially a trans- 
parent stove that heats air or boils water, the glass has 
been used for warming units in baby chick brooders, for 
drying textiles and the lacquer on playing cards, and for 
windshields. A strong heat-resistant type of glass is used 
that can be fashioned into any shape, and the complete 
heating unit not only can produce a wide range of tem- 
peratures but has a guaranteed life of 1,000 hours, al- 
though it is believed capable of indefinite operation. 


Consumer Income 


The Bureau of the Census Current Report on Con- 
sumer Income in 1948 reveals that 8 million families in 
the United States received incomes of $5,000 or more in 
1948, and that 10 million families had incomes under 
$2,000. The income of the average or median family was 
$3,200, about $150 higher than in 1947 and $600 higher 
than in the war years of 1944 and 1945. The eight million 
individuals not in families had the same median income, 
$1,000, in 1948 as they had in the preceding four years. 


N 


The tendency for median incomes to increase with the 


size of city was again evident in 1948, as urban incomes 
ranged from $2,900 for those in the smallest urban places 
to $3,300 for those living in cities of a million or more. 
Rural-farm families had a median income of $1,800, com- 
pared with a median of $2,700 for rural residents not on 
farms. 


Wholesale Prices and Business Failures 


The financing of the five great wars in which the 
United States has been involved and the effects on our 
economy of the resulting government deficits are ex- 
amined in a study on the Peaks and Valleys in Wholesale 
Prices and Business Failures, recently published by Dun 
& Bradstreet. As shown in the chart, the study points 
out that an inverse correlation exists between the level 
of wholesale commodity prices and the index of yearly 
business failures. Government controls during and after 
World War II had a somewhat stabilizing effect on prices, 
but between 1940 and 1948 the index of wholesale prices 
expanded by 109.8 percent, reaching the highest point 
since 1779 with 164.9 in 1948. In 1945 failures hit an all- 
time low of 809, only 4 per 10,000 listed concerns. The 
1949 figure of 9,246 failures indicated 34 failures per 
10,000 concerns, still a small number compared with the 
yearly rates since 1900, many of which approached 100. 


WHOLESALE PRICES AND BUSINESS FAILURES 
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New Wood Products 


The New York State College of Forestry has an- 
nounced the first commercial method of making good, 
cheap paper pulp from hardwood. The result of a five- 
year research project conducted by the College, the 
process would reduce the cost of pulp for the manufac- 
ture of newsprint and other paper products by at least 
$25 a ton. This quality hardwood pulp would cost less 
than $40 a ton and could be substituted for ground spruce 
pulp currently selling for $65. Abundant hardwoods are 
now available in the Northeastern states at comparatively 
low costs. 

A new type of wood panel which can be made from 
waste chips and shavings for 25-40 percent less than 
the cost of the cheapest fir plywood panel is to be put on 
the market by the U. S. Plywood Corporation about the 
end of the year. Initial output is expected to run from 


(Continued on page 9) 
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Although substantially the same amount of employ 


ment existed in the opening months of 1950 as last year, 


industry has found it increasingly difficult to expand 
employment opportunities for a growing labor force. Un 
employment reached 4.78 million in mid-February, 1950, 
the highest level since 1941, and official estimates place 
the number of unemployed during March at over 4.1 
million. Despite this increasing slack in the labor forces 
average weekly earnings have been maintained at about 
the same level, while the cost of living has declined 
slightly. 

These developments have lead unions generally to 
hift their collective bargaining emphasis to demands for 
social security financed by private industry; and a num 
ber of unions, notably in textiles and steel, have foregone 
basic wage rate increases in recent contracts. A major 
exception to this development has been the coal settle 
ment, which provided a 70 cent per day wage increase, in 
addition to increased royalty payments to the miners’ 
Health and Welfare Fund. Other exceptions derive 
largely from special conditions of employment; for ex 
ample, many AFL crafts have obtained wage increases, 
usually from 5 to 8 cents per hour. These exceptions, 
together with continued prosperity and the maintenance 
of high profits, still provide a basis for advancing de 
mands for wage rate increases. 


Employment and Unemployment 

Unemployment in February, 1950, represented a rise 
of over 20 percent above the number unable to find work 
in the same month of the previous year. As shown on 
(Chart 1, unemployment advanced gradually during 1949, 


Chart 1. EMPLOYMENT AND UNEMPLOYMENT 
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whereas in 1947 and 1948 it remained relatively stab), 
fluctuating between 114 and 214 million, or between 2y 
and 3 percent of the total labor force. This percentay, 
is considered a minimum for our economy. 

By February, 1950, about one out of every 14 person 
in the civilian labor force of over 61 million was reportes 
out of work. The hardest hit regions have been the Pacif 
Coast, the Northwest, the central South, and the norther 
New England states; and in these areas, unemploymer § 
has beset 9 percent or more of the work force. Many oj 
the jobless have already exhausted their unemploymer 
benefits, and several of the states are on the brink of 
running out of unemployment compensation funds, Th 
groups finding it most difficult to obtain work are pring 
pally the oldest and youngest people in the labor force, 

The growth in unemployment has not been accom 
panied by a corresponding decline in employment. Slight) 
less than 57 million were employed during January an § 
February of this year. Chart 1 shows that this volume oj 
employment was only slightly below the same period 
1949. Nonagricultural employment, which totals about 4 § 
million, has exhibited the same degree of stability. 


A major decline in employment, however, has take: § 


place in the manufacturing industries. Manufacturing 
usually accounts for about one-third of nonagricultura 
employment and about one-fourth of total civilian em. 
ployment. As shown on Chart 2, about 8 percent fewer 
workers were employed in manufacturing during January 
1950, than during January, 1949, and over 13 percen§ 
fewer than in January, 1948. Between January, 1949, ani 
January, 1950, the decline in the number of production 
workers in manufacturing was almost 800,000. This re 
duction reflects both a decline in manufacturing activity 


and an increase in production per man-hour during the ® 


past year. The durable goods sector of manufacturing 
particular, experienced sizable reductions in employ- 
ment during this period. In addition, average hours 
worked per week by an employee in manufacturing de 
clined slightly. Expansions in other segments of th 
economy, such as construction, trade, and service, have 
served to make up for the decline 
employment. 

Since the end of 1948, an increase in the labor force 
has accompanied the natural growth in population and the 
completion of study programs by veterans under G. | 
benefits. Altogether, a million and a half workers have § 
been added during this period. The failure to absorb this 
yrowth has been due principally to the recession in bust 
ness activity experienced during the first half of 1949, t 
the stabilization of economic activity, and to the introduc- 
tion of labor-saving technologies. 


Productivity, Wages, and Prices Since 1948 

Productivity in manufacturing has advanced notice 
ably since the end of 1948, as may be seen from Chart 2 
by comparing physical output and the number of workers 
employed in manufacturing. For this purpose physical out 
put is measured by the Federal Reserve Board index 0 
manufacturing production. The index fell steadily from 
October, 1948, to July, 1949, and then recovered about 
one-half of the decline. Production worker employmet! 
in manufacturing accompanied the decline in manufactur 
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ing output, but failed to share in the recent recovery. 
And, as has been noted, the number of production work- 
ers declined about 8 percent in 1949. When account 1s 
also taken of the fact that average weekly hours declined 
slightly, the increase in production per man-hour in manu 
facturing during 1949 was probably about 5 percent. 


Chart 22 PRODUCTION, EMPLOYMENT, AND 
WAGES IN MANUFACTURING 
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It is not likely that advances in productivity m other 
segments of the economy were as large as this, but prob- 
ably some did occur. Accordingly, fewer workers are now 
required to produce a given amount of goods and services. 

Another significant change in economic relationships 
during the past year has been the course of prices com 
pared to wages. The cost of living, as measured by the 
consumers’ price index of the Bureau of Labor Statistics, 
began to decline during the summer of 1948. (See chart, 
page 6.) Since that time, the decline has gradually con 
tinued, so that by the beginning of 1950 the cost of living 
was at the level of December, 1947, and more than 2 per- 
cent below the level of January, 1949. 

Average weekly earnings for production workers in 
manufacturing, on the other hand, were maintained at a 
slightly higher level than in 1948. In February of this 
year average weekly earnings in the manufacturing in- 
dustries were $56.37, whereas in the same month of last 
year they were $55.20. This slight rise reflects wage in- 
creases obtained at the tail end of the “third round” of 
Wage negotiations, relatively small wage rate increases 
obtained by some unions in the current “fourth round,” 
and raises granted to unorganized worker groups. During 
the past year, there was also a tendency for wage gains 


[9 ] 


in comparison with cost of living increases since the end 
of the war to even out among industries. 

The result has been that, for the first time since the 
end of World War II, workers found that in 1949 their 
buying power had not been reduced by rising prices. This 
development deprived trade unions of one of their most 
weighty arguments for wage increases in recent years. 


The Pattern of Impending Negotiations 

Developments in employment and unemployment have 
prompted unions to proceed with caution in seeking basic 
wage rate adjustments. The shift in bargaining emphasis 
to worker security and welfare provisions in part reflects 
this caution, and in part arises out of a growing concern 
with the adequacy of Federal and state social security 
legislation, intensified rivalry between trade union leaders, 
and the lessened urgency to keep wages abreast of rising 
prices. Some of the recent settlements, such as at Bethle- 
hem Steel, provide for a reduction in employer contribu- 
tions to pensions should the Federal government liberalize 
its social security program. In addition, the success of the 
United Mine Workers in obtaining welfare benefits dur- 
ing 1947 and 1948 has impelled leaders of other trade 
unions to press for similar gains for purposes of prestige 
and holding worker loyalty. It appears likely that unions 
will continue to seek welfare and security benefits wher- 
ever there is no such coverage by private industry. 

Most unions, however, are now entering a stage in 
their collective bargaining demands where they are likely 
fo insist upon wage rate increases as well as “fringe” 
benefits. The recent mine worker contract, which included 
wage increases as well as security benefits, has given im- 
petus to such multiple-demand bargaining. The outcome 
of present negotiations between the United Automobile 
Workers and General Motors will also provide a key to 
this development. The auto workers have presented a 31 
cent “package,” which includes a demand for a 9 cent 
increase in basic wage rates as well as social security, 
pension, and retirement stipulations. At General Motors 
the insistence upon wage increases has been strengthened 
by a 2 cent per hour cut in pay during March, in line with 
a provision that calls for wage decreases to follow cost 
of living adjustments. The union leaders have expressed 
dissatisfaction with this provision and hope to recapture 
the losses under the arrangement. Other unions are await- 
ing the outcome of these negotiations to determine how 
far they should press for basic wage rate increases. — 

Despite the unemployment, which appears likely to 
increase, unions cite grounds for wage rate demands in 
addition to security provisions. The advance in produc- 
tivity has prompted a growing insistence to share cost 
savings with workers through a general wage increase, 
especially in view of the fact that profit rates continue 
to remain high. The appearance of unemployment itself 
will also bring forth the argument that wage increases 
are necessary to provide mass purchasing power which 
will induce investment activity and expand employment 
opportunities. Future negotiations are also apt to stress 
hours reductions as a means of sharing the work and 
combating unemployment. 


Business Briefs 
(Continued from page 7) 


40 to 50 million feet annually. The new paneling, called 
Novopan, is especially suitable for furniture manufactur- 
ing and could enable furniture producers to turn out mer- 
chandise at a fraction of current costs. 
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LOCAL ILLINOIS DEVELOPMENTS 


Illinois business activity in February reflected the 
impact of the coal strike. Business was generally above 
February, 1948, though below the January level. In con- 
trast to the general declines, construction activity in- 
creased sharply over January. Increases were also noted 
in postal receipts and life insurance sales. 


Retail Sales 

Department store sales throughout the State aver- 
aged 9 percent less than in January and 4 percent less 
than in February, 1948. February department store sales 
in Chicago, as well as all retail sales in the area, were 
down 11 percent from January and 2 percent below last 
February. Only three cities, Decatur, Peoria, and Quincy, 
reported increases in department store sales in February. 

Retail sales in Illinois in 1949 are estimated at $8.6 
million, 2.6 percent under the $8.8 million record sales in 
1948. This is a somewhat larger drop than the decline of 
1.5 percent in the nation’s retail sales during the same 
period. Sales in 1949 exceeded 1948 sales in 50 counties. 
Edwards county led the State with a 13 percent gain. Six 
other counties reported 1949 sales more than 5 percent 
above 1948. (See chart.) Declines were recorded for 
most of the larger industrial areas and also in the prin- 
cipal coal-mining counties. Of the 52 counties that did not 
top 1948 sales, 33 reported sales off less than 3 percent. 


ILLINOIS RETAIL SALES, BY COUNTIES 
Percentage Changes 1948 to 1949 


+5% & over 
Kyo To 5% 
FE] -5% TO 
[_]-5% & UNDER 


Source: Illinois Department of Revenue. 


Prices 

The index of prices received by Illinois farmers py. 
versed a.4-month downward trend and rose 4 percent 
237 (1910-14 = 100) on mid-February. The gain reflect; 
an increase in livestock and livestock product price 
Prices paid by farmers declined one point. As a resy) 
the parity ratio for Illinois rose to 96 on February |; 
five points above mid-January. 


Retail prices of living essentials in Chicago in mid. 


February were at their lowest level since March, 1947 


The Chicago consumers’ price index on February 15 wa 
172.0 percent of the 1935-39 average, 0.2 percent less tha 


in January. This third consecutive monthly decline wal 
due to lower prices on food and on some apparel items, |) 


Peoria and Springfield, indexes of retail food prices in.) 
creased slightly from January 15 to February 15, th) 


first increase recorded in either city in five months. 


Construction 


Construction activity in the State increased consider. f 
ably in February. Value of contract awards in February} 
was 68 percent greater than in January and 73 percen| 
above last February. The sharp increase was due to gains) 


in both residential and nonresidential building. Value o/ 
construction awards in the State for the first two months 


of 1950 exceeded the value of awards in the first tw? 


months of 1949 by 37 percent. 
The valuation of building permits issued in 20 Illinois 


cities was less than in January. Lower value of permit) 
issued in Chicago accounted for most of the January) 


February decline in these cities. Five cities, Joliet, Kank 


kee, Rock Island, Bloomington, and Alton, reported Feb) 


ruary valuations more than 50 percent above January 


Investment in industrial facilities in the Chicago in-) 
dustrial area totaled $18 million in March, according to? 


report by the Chicago Association of Commerce ani 
Industry. Investments in the area for the first quarter 


of 1950 approximated $71 million, as compared with $87 


million in the first quarter of 1949 and $40 million in the 
first quarter of 1948. Important among the development: 
during the month was the purchase of 300 acres of lan 
southwest of Joliet by the Caterpillar Tractor Company 
which will begin immediate construction of a plant to bh 
used in coordination with its East Peoria plant. 


Frank G. Hough Company, manufacturer of excavat | 


ing and road machinery, started work on the largest 0! 
four baildings it is adding to its plant in Libertyville 
E. J. Brach & Sons, candy manufacturer, purchased ap 
proximately 5 acres of land on which it will construct 
multi-story warehouse. 

Spencer Kellogg and Sons, Inc., of Decatur, is con 
structing a $2 million soybean storage elevator, which wi 
double the company’s storage facilities. 


Wood River Oil and Refining Company of Hartfor' 


recently completed and put into operation a new flu 
catalytic cracking unit for producing high octane gasoline 
The Illinois Association of School Boards estimate: 


that approximately $50 million will be expended for nev 7 


public school buildings this year. Church and _ private 
schools also plan considerable additions to their plants 

The State Highway Division recently received bit 
for road projects, estimated to cost approximately ® 
million, in Fayette, Gallatin, Jasper, Massac, Pike, Rat 
dolph, Richland, St. Clair, Vermilion, and White counties 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 


Feb., 1949... . 


Percentage Change from... . 


NORTHERN ILLINOIS 


Percentage Change from... 


AT 


1938... 


1Feb., 1949... 


Jan., 1950..... 
Feb., 1949.... 


Percentage Change from... 


Percentage Change from... 


CENTRAL ILLINOIS 
Percentage Change from. . 


Champaign-Urbana........ 
Percentage Change from... 
Percentage Change from... 


Percentage Change from... 


Percentage Change from. . 


Percentage Change from. . . 


Percentage Change from.. 


SOUTHERN ILLINOIS 
East St. Louis...... 


Percentage Change fron. 


Alton 


Belleville 


Percentage Change from. . 


Sources: 'U.S. Bureau of Labor Statistics. * Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth 


Jan., 
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Jan., 1950.... 
Feb., 1949... .| 


Feb., 1949.... 


1950.... 
Feb., 1949. ... 


Feb., 1949... 


Jan., 


{Jan., 1950 


Feb., 1949... .| 


\Feb., 1949... 


Percentage Change from... 


Feb., 1949. ... 


1950... 
Feb., 1949. ... 


(St. Louis) Districts. * Local post office reports. 
* Total for cities listed. February building permit data include Federal construction projects. 


» Moline only. 
na. Not available. 
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Jan., 1950.....| 
\Feb., 1949. ... 


FEBRUARY, 1950 


Manufacturing 
Employment & Payrolls | 
(Indexes 1935-39 = 100) 


The data usually car- 
ried in these columns 
have been discontinued 
by the original compil- | 
ing agency. In subse- | 
quent issues, new series | 
will be carried in these 
columns. | 
| 
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Building 
Permits! 
(000) 
$12,296" 
—37 
+12.0 


$ 303 
+96.8 
+2,230.8 
$ 132 
—60.8 
+153.8 
$ 60 
+22.4 
—45.9 


J 


Depart- 


ment Store | 


Sales? 


n.a. 


Bank | Postal 
Debits? Receipts* 
(000,000) (000) 
$8,080" $9,903" 
—9.5 +0.2 
+8.2 +1.7 
$7,397 $8,630 
-9.4 +1.0 
+9.1 +1.7 
$ 30 $ 69 
—11.4 +0.6 
+0.5 +4.1 
$ 20 $ 68 
—10.2 +15.1 
+5.8 +17.0 
$ 34 $ 66 
—4.4 +7.2 
—2.5 +22.9 
n.a. $ 24 

—10.6 

+3.7 

$ 25> $ 118 
—9.7 —6.4 
—0.6 —-4.7 
$ 83 $ 148 
—5.0 —11.8 
+2.2 +1.0 
$ 35 
—9.0 +13.8 
0.0 +3.8 

$ 35 $ 85 
—6.1 +11.2 
+6.9 +33.3 
$ 28 $ 44 
—11.1 +2.4 
+4.9 +3.0 
$ 53 s WF 
—11.7 —1.6 
—2.7 +2.7 
n.a. $ 25 

—7.6 

—6.2 

$ 141 $ 145 
—12.7 —8.9 
—4.4 —5.4 
$ 26 $ 62 
-—6.7 —15.9 
+4.0 +3.4 
$ 61 $ 173 
—8.6 —17.5 
—2.4 —9.3 
$ 89 $ 42 
—13.8 —11.9 
—4.2 +0.5 
$ 20 $ 19 
—12.5 —20.1 
—5.0 —11.6 
n.a. $ 31 

+5.4 

+12.8 


S fe. 
nt to 
rices | 
>sult | | 
| 
wa Percentage Change from... 1949... 45.2 
Percentage Change from. . 1949... | 4737.5 | 
Percentage Change from. . | 
the Percentage Change from. . —-55.0 | 
Percentage Change from... -~63 
{Jan., 1950... | 4198.5 —13.0 
va) | 4222.6 49.8 
rains fJan., 1950.....| +96.7 n.a. 
| | $ 137 | 
ino! | 
‘mit 
any | na. 
nka- 
Feb. | 
lary. 
) In- 
tore 
& 
 =79.2 +6.9 
4239.1 +17 
| the $ 22 
| 
anny | $ 238 
t of | +192.5 +1.0 | 
ict | 
| 
wi! | —23.1 na. 
495 1 | 
4276.5 na. 
[220.0 
—2.9 n.a. 


INDEXES OF BUSINESS ACTIVITY 
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